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GDP Collapses: A Look at Previous Massive Annual Losses 


As analysts such as Morgan Stanley increasingly anticipate GDP declines of 20% or more in the 
United States during the second quarter of 2020 (in some cases anticipating losses of 40% or 
greater), and there is much uncertainty over economic performance in the rest of the year, it is 
helpful to examine other instances in the post-World War II era in which nations witnessed 
similar declines. 





The World Bank maintains data on GDP growth for most nations and semi-independent regions 
of the world, going back to 1961 in some cases, though the actual period of record varies greatly 
from nation to nation. 


In their reporting, there have been 30 cases in which a nation has experienced GDP losses of 
20% or more in a single year. 


Such declines are usually outside of the typical business cycle, and coincide with broader 
societal and political collapses. These declines are much sharper even than the U.S. experience 
during the Great Depression in any single year (the worst year of the Depression was 1932, when 
GDP declined 12.9%), but also tend to be shorter-lived, with a return to economic growth 
common even in the following year. 


10 Worst One-Year GDP Declines Since 1961 (Estimate for 
Venezuela) 
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Conditions Accompanying the Downturns 


A review of these cases finds the following: 


e In 47% of the cases, the economic declines were correlated with the fall of the 
government structure previously existing. 

e In47% of the cases, the economic declines were correlated with civil war or revolution. 

e In 13%-17% of the cases (depending on how the fall of the Soviet Union is calculated in 
each individual nation’s case), the economic declines were correlated with the 
disintegration of the previously existing nation. 

e China’s -27% GDP performance in 1961 is the largest instance (in terms of number of 
people impacted) of such a decline. At the time, Mainland China had a population of 660 
million, and the year involved a decline in national population, coinciding with famine, 
drought and the conclusion of Mao Zedong’s Great Leap Forward. 

e There has been one case of a 20% or higher GDP decline associated with epidemic 
disease: Sierra Leone in 2015 (-20.5%), associated with the Ebola outbreak that peaked in 
the previous year. 


However, these statistics exclude a number of instances in which extreme GDP declines no 
doubt occurred but records were not being kept, such as the dissolution of the former Yugoslavia 
in the early 1990s, the Syrian Civil War of the 2010s or Somalia in recent decades. 


It is also reported that Venezuela is experiencing GDP performances below -20% in recent years, 
though this is not being tracked by the World Bank and there is disagreement with the data. The 
declines there are believed to be the worst GDP performances of any country outside of war in 
recent decades, at least when looking at the Western and Latin worlds. 


The Closest Precedent to Today’s Crisis 


The worst-case GDP collapses of the past half century have tended to be in individual nations, 
often of relatively small size in population and land area. But considering that the 2020 crisis, 
while worst in the massive U.S., is also impacting Europe and a number of other nations, the 
closest precedent would appear to be the collapse of the Soviet Empire in the early 1990s. 


Indeed, economic historian Chris Miller has already noted the similarities between the fall of the 
Soviet Union and the coronavirus economic crisis in his April 9, 2020, opinion piece in The New 
York Times. 


Then, dozens of nations across Eastern Europe, Central Asia and Latin America dependent or 
part of the Soviet sphere recorded GDP declines between -10% and -20% on an annualized basis, 
though certain quarters were much worse, perhaps reminiscent of what will be seen in the U.S. 
and other Western nations in 2020 when a better first quarter and potentially stronger later 
quarters are factored in. 


In addition to the economic declines, the Soviet Union’s collapse resulted in three regions of 
armed conflict in previously at least outwardly stable areas (the former Yugoslavia, the Caucasus 
and Central Asia), as well as the nearly total discreditation of an economic system — 
communism, and the disintegration of a superpower previously believed impregnable — the 
Soviet Union (which occupied one-sixth of the world’s land area) into 15 separate nations, 
though still dominated by Russia. 


